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I. Introduction
During the high-growth years prior to the global financial crisis, developing Asia's prosperity was furthered by the United States (US) absorbing much of the large and expanding volume of global exports. Merchandise trade deficits of the US during 2006-2008 averaged nearly $1 trillion annually, providing a strong and steady external market for the world's exporters, particularly those in developing Asia. Before the crisis, the US trade balance had started to adjust, with net exports expanding at a modest pace in [2007] [2008] . With the onset of the crisis, however, US trade-and with it, world tradecontracted. The US trade deficit fell by one third in 2009 as its imports collapsed even faster than its exports. Coming out of the crisis, US households and firms will have to reduce their debt by saving a higher share of disposable income and profits, which will further narrow the trade deficit in the short term. Whether the US can sustain the increase in exports relative to imports in the long term is an open question. What industries are emerging from the rebalancing of US trade and how will this affect developing Asia?
The objective of this paper is to examine the composition of US net exports to developing Asia by level of factor intensity, and to draw implications for its growth prospects. At the outset, however, several generalizations and perhaps one or two myths have to be laid aside. First, the large current account deficits that the US had run in most years of this century are neither desirable nor sustainable. There was some substance to the view that the US current account deficit (reaching almost $1 trillion per year in nominal dollars for the period [2005] [2006] [2007] [2008] could be "a good thing" for export-oriented economies. However, from a development standpoint, it made little sense for one of the richest economies on the planet to be hoarding global savings in order to finance its own investment and consumption demands. This lies behind the paper's emphasis on net exports defined as the sales of US domestic exports abroad over purchases of imports for domestic consumption. The growth of US net exports is seen as a strong correction of recent consumption and housing bubble-driven growth.
Global imbalances had become excessive and were a clear flashing light that trouble lay ahead. The US must expand net exports to fuel growth while reducing external debt and allowing more of the globe's savings pool to flow to where the risk-adjusted returns are highest-in the fast-growing regions such as those in developing Asia, Latin America, and the few bastions of hope in Africa and the Middle East.
The next myth/generalization to be cleared away is the idea that the US cannot compete internationally and that it is no longer a dynamic, export-oriented economy. The data, which will be discussed in detail in the next section, suggests that the international competitiveness of the US is broad-based and covers a very wide swathe of industries. The US remains the preeminent producer and exporter of many high-technology products-indeed these account for the largest real volume of US net exports in recent years. 1 This competitiveness derives from many scientific and research advantages including the US education system, particularly the tertiary or university system (Cole 2009 ). While the US education system has some flaws, overall the quality of the colleges and universities has raised the country's performance in scientific achievement. Realization of the technological, engineering, and marketing required for competitiveness has mostly been through the modern multinational corporation-another area where US exports have declined somewhat in relative terms but still remains preeminent in the world at large.
The recognition that international trade has a significant role in global economic growth prospects has been celebrated in endogenous growth modeling (Acemoglu 2009 ) and has also been featured prominently in research using computable general equilibrium models. Both approaches suffer from weaknesses in underlying theoretical foundations and also lack strong empirical grounding. However, more research and careful specification of variables is likely to lead future research to bear more fruit. Trade in differentiated products and related studies of multinational enterprises seems to be particularly useful in demonstrating effective links between technological progress, industrialization, and new goods, and the diffusion of technology in industrialization. This is clearly the case in East Asian industrialization processes (Oshima 1986 and 1993) .
That brings us to the myth that Asia's growth is purely export-oriented and does not owe as much to the import side of the trade equation. We propose that now is the time to debunk this myth as Asia must come to terms with emerging challenges in energy use, production, and consumption; with health challenges from an aging work force and population; and with an environmental challenge of utmost importance to the ability of our globe to continue to support the emergence of new prosperity, and to safeguard the advances of the past few hundred years. Fortunately, the US and other western economies are well situated to help overcome these challenges that Asia cannot face or solve alone.
The paper is organized as follows. Section II describes the data, particularly in terms of the factor intensity of US real net export flows to various countries, to show that the international competitiveness of the US is broad-based. Section III reports the statistical correlation between US real net exports to the world and to developing Asia as a whole and for the various key countries and subregions (the People's Republic of China [PRC] , India, newly industrialized economies [NIEs] , and Association of Southeast Asian Nations [ASEAN] ). Section IV discusses the trends of US real net exports by level of factor intensity. Section V concludes.
II. Data on and Competitiveness of US Products
For the US to rebalance its growth while reducing external debt, the general consensus has been to produce more than consume, and to increase exports (Rosen 2009 ). Citing the growing dependence of the US economy on foreign capital as the root of the recent economic havoc, the only way out, while maintaining or even improving the US standard of living, is to expand exports. Given its level of economic development, there are many products that the US has comparative advantage in, or sectors where production innovations are ahead of or have adapted to those emerging abroad. To analyze which product to expand or which sectors have sustained manufacturing capabilities, one only needs to look at net exports to immediately see the correction. There are various indicators to analyze industrial competitiveness, but as the goal of this paper is to immediately see which industries are showing signs of rebalancing, we will analyze trade data in net terms.
One reason for the use of net exports as a measure of competitiveness is that it allows for trade size and intra-industry trade, which limit other indicators. Exports by industry as a share of total exports for instance, tends to be biased by the value of the product itself. For example, it would be a mistake to assume that US exports of vehicles are more competitive than exports of agricultural products, purely because the former has a higher value than the latter. The ratio of exports to imports on the other hand, though effective in determining industrial competitiveness, is less meaningful at higher levels of industry aggregation because of intra-industry trade, i.e., in vehicles, food and beverages, computers, and minerals. The US, for instance, exports trucks and imports cars, but since both are included under the same 2-digit industry classification, i.e., vehicles, the overall result may be difficult to interpret.
Another important measure, the Revealed Comparative Advantage (RCA) index of Balassa (1986) , which looks at the product's share in the country's exports in relation to its share in world trade, also has its own set of criticisms. It helps identify which products meet the test of international competition, but a high RCA score does not imply that similar industries in less developed countries cannot compete in international markets. In some product categories, RCA scores in some Asian economies have improved over the years. 2 In addition, countries with similar RCA profiles are less likely to have high bilateral trade intensities if they trade with each other due to product competition unless intra-industry trade is involved, or if intercountry differences in tastes and interindustry disparities in the extent of protection would prevail (Bender and Li 2002) . Some of these domestic measures, however, such as local subsidies or foreign trade barriers, have nothing to do with comparative advantage, thus the index may also be biased (Bender and Li 2002, Ng and Yeats 2003) . Hence, though not a perfect measure, this paper uses real net exports because it immediately shows the impact of the global economic crisis and the correction.
To analyze this, we used trade data from the US International Trade Commission (USITC), which were compiled into detailed product categories (specifically, the 4-digit level of aggregation in the harmonized system of tariff classifications). The detailed product groups were then grouped by factor content into four broad categories, namely high-technology manufactures (HT), low-technology manufactures (LT), agriculture-related (AR), and raw materials and energy (RME). Next, the data were examined for the group of economies that account for the bulk of the US exports to developing Asia: the People's Republic of China (PRC), India, ASEAN-10, and the NIEs. ASEAN-10 includes Brunei Darussalam, Cambodia, Indonesia, the Lao People's Democratic Republic, Malaysia, Myanmar, the Philippines, Singapore, Thailand, and Viet Nam. The NIEs comprise Hong Kong, China; the Republic of Korea; Singapore; and Taipei,China. To remove price effects, net exports data are deflated using the average of export and import price indexes for each period. The cut-off value was also set at $100 million to highlight the trend in high-valued products, while addressing issues on sample size.
As seen in Table 1 , on average, between 2007 to 2008, there were no fewer than 231 4-digit HTS products with US real net exports to the world of over $100 million, and 395 sectors with exports that averaged at least $10 million in real net exports in 2007-2008. Real net exports to developing Asia of over $100 million as well stood at 103 categories, which is almost half the total number of product categories where the US has real net exports of over $100 million; while those over $10 million stood at 177 ( Table 2 ). The data, therefore, suggests that the international competitiveness of the US is broad-based and covers a very wide range of product categories. 
III. Correlation Analysis of US Real Net Exports
This section examines if there is a reasonable consistency between the items for which the US tends to have positive real net exports and large export values. A correlation analysis is performed between US real net exports to the world and to developing Asia as a whole, and for the various key countries and subregions (the PRC, India, NIEs, and ASEAN-10) during the 2-year base period [2007] [2008] . The sample is limited to trade values greater than $100 million to highlight the trend in high-valued products.
Since developing Asia figures prominently in the US' top trading partners, it is expected that we will find a positive correlation between US real net exports to the world and those to developing Asia for high-valued products. The first row in Table 3 shows positive and high correlation results indeed for real net exports of over US$100 million between the US and key Asian countries and subregions. This indicates that increases in US exports to the world seems to be driven by US exports to developing Asia. This relationship, however, slowly weakened in the years leading to the crisis, indicating a narrowing of the US trade balance with the world, and the reeling effect on global demand of the current global economic crisis that began in 2007 (James 2010) .
Extending the analysis further to four subcategories or factor intensities (Table 3 , rows 2-5) reveals a negative correlation from 2006 to 2008 in one category: low-technology manufactures (LT). This is due to the fact that despite the US recording positive net exports of LT manufactures to the world, it is a net importer of this type of product in developing Asia. As seen from the results in Table 3 , this negative correlation seems to be caused by the negative trade balance with the PRC and the NIEs. This suggests that the NIEs and the PRC are more competitive in this product category vis-à-vis US while the US remains to be more competitive with regard to other export partners. On the other hand, the correlation coefficients in HT manufactures are positive and high in all combinations. This is not so surprising, since given its level of development, the US is well known for producing high-value capital equipment and HT products. It has high export values in a number of export industries like vehicles and scientific transport equipment (HTS 87 and 88), which comprised 15.6% of total US exports in 2007-2008, and machinery and mechanical appliances (HTS 84 and 85), which is about 26.1% of total exports during the same period.
Similarly, the correlation coefficients are positive and high in AR and the RME industries, except with India in AR products.
IV. Trends in US Real Net Exports by Factor Intensity
We now turn to analyze the trends in US real net exports by factor intensity and by countries and subregions in developing Asia. Overall, US real net exports declined in US real net exports to developing Asia also declined across different products but some industries remain resilient. In particular, net exports to ASEAN-10 for high-valued HT manufactures in 2007-2008 stood at about $12.6 billion in real terms, roughly about 74% of total real net exports to the ASEAN-10 region (Figure1). In 2009, this dropped by 56.7% reducing its share in the total to just about 58%. Though overall, real net exports of over $100 million dropped by about 46.9%, the market for HT manufactures in the region remains promising because it still acounts for over half of total real net exports to the region. At least 12 HT products, mainly electrical machinery and equipment including plastics and rubbers, remained in the top 20 products traded in 2009 (Appendix Table  1 ). Notable however is the rise in the share of AR products. Though its value dropped by 12.3% in 2009, the share of AR products overall has increased from just about 18% of total real net exports in 2007-2008 to about 33% in 2009. Cereals, oil seeds, cotton, animal feeds, and dairy products remained the top exported AR products to the ASEAN-10 (Appendix Table 1 ). LT 0% RME 8% RME 9% LT 0% AR 33%
HT 58% AR = agriculture-related, HT = high-technology manufactures, LT = low-technology manufactures, RME = raw materials and energy. Note: Real values are derived using the average of export and import price indexes. They are generated from a sample where US net exports to the world is over $100 million. Source: Authors' calculation using data from USITC (2010) Table 2 ). Continuous trade in fertilizers and nuclear reactors, boilers, machinery, and mechanical appliances have also kept HT manufactures a buoyant industry. Real net exports of AR products have also improved slightly.
An almost similar trend for HT manufactures was also seen in US real net exports to the NIEs. Real net exports of HT manufactures dropped by 43.1% from 71.2% in 2007-2008 to just 58.2% in 2009 (Figure 3 ). But some HT products like machinery and mechanical appliances and electrical equipment, measuring and medical instruments and apparatus, and plastics remained the top exported products to the NIEs. AR products like corn, soybeans, nuts, wheat, and meat also remained in the top 20 (Appendix Table 3 ). Overall, the value of net exports in real terms to the NIEs dropped 35% in 2009.
Figure 2: US Real Net Exports to India, by Factor Intensity (> $100 million)
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AR = agriculture-related, HT = high-technology manufactures, LT = low-technology manufactures, RME = raw materials and energy. Note: Real values are derived using the average of export and import price indexes. They are generated from a sample where US net exports to the world is over $100 million. Source: Authors' calculation using data from USITC (2010) AR = agriculture-related, HT = high-technology manufactures, LT = low-technology manufactures, RME = raw materials and energy. Note: Real values are derived using the average of export and import price indexes. They are generated from a sample where US net exports to the world is over $100 million. Source: Authors' calculation using data from USITC (2010) Interactive Tariff and Trade DataWeb, Version 3.1.0, available: dataweb.
usitc.gov/, downloaded 15 February 2010.
Though HT products hold the lion's share in the overall real net exports pie to the PRC, its share is less dominant than in the other regions. AR products like soybeans, cotton, meat, and edible offal of poultry remained top US exports in real net terms to the PRC, indicating a high demand for food in the PRC (Appendix Table 4 ). Over the years, the pattern of food consumption in the PRC has changed in response to rising incomes and growing population. In particular, consumption of meat has increased. Consumption of soybeans as well, either directly as food-tofu, meat substitutes, soy sauce, and other products-or extracted as oil has also increased. In 2009, net exports in real terms of AR products to the PRC increased by 15% from the $7. HT 45%
HT 28% AR 41% RME 30%
LT 1%
AR = agriculture-related, HT = high-technology manufactures, LT = low-technology manufactures, RME = raw materials and energy. Note: Real values are derived using the average of export and import price indexes. They are generated from a sample where US net exports to the world is over $100 million. Source: Authors' calculation using data from USITC (2010) For developing Asia as a whole, 231 detailed products met the criteria with an overall average value of over $246 billion (in 2001 prices), nearly 58% of which were in HT manufacturing (Table 1 ). In the precrisis period, the US had net exports in real terms to developing Asia of at least $10 million per year for 177 of the 231 products-with an even greater concentration in the HT category (60%). In contrast to the precrisis performance, in 2009 there was a huge shift in US net exports from HT to the other three categories, especially agriculture. The trend is almost similar for real net exports to developing Asia of at least $100 million ( Figure 5 ). 
AR = agriculture-related, HT = high-technology manufactures, LT = low-technology manufactures, RME = raw materials and energy. Note: Real values are derived using the average of export and import price indexes. They are generated from a sample where US net exports to the world is over $100 million. Source: Authors' calculation using data from USITC (2010) 
V. Conclusion
The analyses of this paper suggest that much of the apparent shift in product shares was a result of the worldwide collapse in demand for high-technology products, particularly new aircraft (the most important product in US net exports in "normal" years) and in information technology products. With new commercial airliners coming off the assembly lines soon, this shift is likely to be reversed. Interestingly, India, ASEAN-10, and the NIEs are destinations for US HT products to an even greater extent than for the world as a whole. In contrast, the PRC tends to receive a lower portion of HT net imports (28%) but a larger share of AR (41%) and RME products (30%) than the world as a whole.
As developing Asia renews its emphasis on improving the quality of life and improving health and environment, its demand for US-produced high technology goods is likely to accelerate and thus to contribute to a more balanced global trade relationship. This will be mutually beneficial as the US seeks to raise saving and exports and to curb consumption and imports. AR = agriculture-related, HT = high-technology manufactures, LT = low-technology manufactures, RME = raw materials and energy. Note: Real values are derived using the average of export and import price indexes. The ranking is based on a sample where US net exports to the world is over $100 million. Source: Authors' calculation using data from USITC (2010) Interactive Tariff and Trade DataWeb, Version 3.1.0, available: dataweb.
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